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STRAWBRIDGE & CLOTHIER 


REPORT OF THE PRESIDENT 


March 27, 1940. 

To the Stockholders of Strawbridge & Clothier: 

By order of the Board of Directors, I report the financial posi¬ 
tion and results of operations of your company for the fiscal year 
ended January 31, 1940. 

Attention is called to the audited report of Ernst & Ernst, 
attached hereto, on which details as they affect the various accounts 
are shown. 

It will be noted that the net profit for the year, after provision 
for Federal and State income taxes, was $867,670.30. 

The total taxes paid were the largest in the history of the busi¬ 
ness, and they were equivalent to approximately $7.25 per share on 
the outstanding Preferred stock issues and to approximately $207.00 
for each of the average number of persons employed by your company. 

On the basis of merit rating we should be entitled to a substantial 
reduction in our Unemployment Compensation Tax rate. Our pay¬ 
ments for the four years that this tax has been in operation aggregate 
$450,000.00. Benefits have been paid during the past two years. 
From the most reliable information obtainable, we estimate that a 
total sum, for the two years, of approximately $110,000.00 was paid 
to 825 of our former employees entitled to compensation. 

We record the fact that Mr. J. Clayton Strawbridge was elected 
Assistant Secretary. 

With grateful appreciation we acknowledge the efficient, loyal 
co-operation of the entire personnel. Due to their intelligence and 
faithfulness, new high records of achievement and service to our 
customers were made during the fiscal year. 

Herbert J. Tily, 

President. 


March 22, 1940. 


ERNST & ERNST 

ACCOUNTANTS ANO AUDITORS 
SYSTEM SERVICE 

PHILADELPHIA 


Board of Directors , 

STRAWBRIDGE & CLOTHIER, 

Philadelphia, Pa. 

We have examined the balance sheet of STRAWBRIDGE & CLOTHIER 
as of January 31, 1940, and the statement of profit and loss and surplus for the 
year then ended, have reviewed the system of internal control and the account¬ 
ing procedures of the Company and, without making a detailed audit of the 
transactions, have examined or tested accounting records of the Company and 
other supporting evidence, by methods and to the extent we deemed appro¬ 
priate, except that we did not communicate with customers to confirm balances. 
The Company requested us to omit this procedure in consideration of the proba¬ 
bility of misunderstanding and inconvenience to the large number of customers 
and the time and expense involved. 

In our opinion, subject to the fact that we did not confirm accounts 
receivable by direct communication, the accompanying balance sheet and 
related statement of profit and loss and surplus present fairly the position of 
STRAWBRIDGE & CLOTHIER at January 31, 1940, and the results of its 
operations for the year, in conformity with generally accepted accounting prin¬ 
ciples applied on a basis consistent with that of the preceding year. 

ERNST & ERNST, 

Certified Public Accountants . 




PROFIT AND LOSS AND SURPLUS 


STRAWBRIDGE & CLOTHIER 
Fiscal year ended January 31, 1940 


Profit before deducting interest, depreciation and provision for federal and 
state income taxes. 


DEDUCT: Interest. $530,850.30 

Depreciation . 412,112.44 


PROFIT BEFORE TAXES ON INCOME 
Taxes on income: 

Provision for current year—estimated: 


Federal income tax . $146,000.00 

State income tax. 50,000.00 


NET PROFIT .... 
Earned surplus at February 1, 1939 


DEDUCT DIVIDENDS: 

Prior preference stock: 

Paid $6.00 per share. $94,683.00 

Declared $1.50 per share. 22,953.00 

Preferred stock—paid $5.00 per share. 426,546.00 


EARNED SURPLUS—JANUARY 31, 1940 . 

Capital and appreciation surplus at February 1, 1939 . $3,983,004.26 

Add discount on prior preference and preferred stock acquired 102.411.75 


$4,085,416.01 

DEDUCT: Amortization of appreciation of building values*. 35,995.71 


CAPITAL AND APPRECIATION SURPLUS—JANUARY 31, 1940 

TOTAL SURPLUS—JANUARY 31, 1940.. 


$2,006,633.04 

942,962.74 

$1,063,670.30 


196,000.00 


$867,670.30 

2,023,616.07 

$2,891,286.37 


544,182.00 


$2347,104.37 


4,049,420.30 


$6,396,524.67 































BALANC1 

STRAWBRIDGl 

Januar 


Current Assets 


ASSETS 


Cash . $1,115,846.27 

Accounts receivable: 

Trade charge accounts . $2,545,945.29 

Trade installment accounts . 1,665,157.47 

Creditors’ debit balances . 78,815.83 

$4,289,918.59 

Less reserve for doubtful. 200,000.00 

- 4,089,918.59 

Merchandise inventories—at retail less accumulated 


departmental mark-up. 3,308,325.09 


Other Assets 

Affiliated company—capital stock—at cost: 

WFIL Broadcasting Company—50% owned . $126,396.67 


Other investments at cost. $80,198.48 

Sundry accounts receivable and deposits.. 33,150.43 

$113,348.91 

Less reserve . 75,000.00 

- 38,348.91 

Property, Fixtures and Equipment —Note A 

Operating—land, buildings and equipment (after reserve 


of $4,924,039.98 for depreciation) . $21,606,336.03 

Non-operating—land and buildings (after reserve of 

$83,245.98 for depreciation) . 469,459.22 


Deferred 

Unamortized bond discount and expense. $144,719.58 

Supply inventories and prepaid expenses. 109,238.80 


Note A—The depreciated value of land and buildings 
is the sound reproductive value as independ¬ 
ently appraised at April 30, 1928, adjusted 
for subsequent property changes, including 
additions at cost, less provision for subse¬ 
quent depreciation. Fixtures and equipment 
are valued at cost less accumulated provi¬ 
sion for depreciation. 

Note B—Dividends on the prior preference 6% cumu¬ 
lative stock have been paid to November 30, 
1939, a dividend date. Accumulated divi¬ 
dends on the preferred 7% cumulative stock 
to December 31, 1939, a dividend date, 
amounted to $39.50 per share. 


$8,514,089.95 


164,745.58 


22,075,795.25 

253,958.38 


$31,008,589.16 































SHEET 

& CLOTHIER 

31, 1940 


LIABILITIES 


Current Liabilities 

Notes payable to banks . $1,500,000.00 

Accounts payable . 860,223.61 

Accrued accounts. 386,827.59 

Federal, state and local taxes. 389,497.39 

Sinking Fund cash requirements for 1940 on first mortgage 

bonds . 380,000.00 

Employees’ and sundry deposits. 58,165.67 

Dividends payable . 22,953.00 


Mortgage Payable 

First mortgage on branch store—maturing July 20, 1942 


$3,597,667.26 

400,000.00 


First Mortgage 5% Sinking Fund Bonds —1948 

Outstanding after deducting $20,000.00 in treasury. $8,928,000.00 

Less principal amount represented by 1940 sinking fund 

cash requirements shown above. 380,000.00 


Reserves 

For self-insurance and contingencies 


$8,548,000.00 

282,850.00 


Capital Stock and Surplus 
Capital stock: 

Prior preference (total authorized 147,- 
200 shares) 

Series A 6% cumulative, par value 
$100.00 per share, redeemable at 
$105.00 per share—authorized 17,- 
200 shares; outstanding 15,302 
shares after deducting 1,898 shares 


in treasury . $1,530,200.00 

Preferred 7% cumulative, par value 
$100.00 per share, redeemable at 
$105.00 per share—authorized 89,000 
shares; outstanding 84,515 shares after 
deducting 4,485 shares in treasury .. 8,451,500.00 

Common, no par value 

Authorized 300,000 shares; issued and 
outstanding 30,000 shares. 1,801,847.23 


- $11,783,547.23 

Surplus (including $638,300.00 applied to 
repurchase of capital stock in treasury): 

Capital and appreciation surplus.... $4,049,420.30 

Earned surplus . 2,347,104.37 

- 6,396,524.67 

- 18,180,071.90 


$31,008,589.16 



































